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OATH OR AFFIRMATION

Howard Spindel
swear or affirm that to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Marwood Group LLC as of

December 31 20 12 are true and correct further swear or affirm that neither the company

nor any partner proprietor principal officer or director has any proprietary interest in any account classified solely as that of

customer except as follows

This report contains check all applicable boxes

Facing page

Statement of Financial Condition

Statement of Income Loss

Statement of Changes in Financial Condition

Statement Cash Flows

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule I5c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con

solidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal accounting control

Schedule of segregation requirements and funds in segregation--customers regulated commodity futures account

pursuant to Rule 171-5

CARL

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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MARCUM
ACCOUNTANTS ADVISORS

INDEPENDENT AUDITORS REPORT

To the Member of

Marwood Group LLC

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Marwood Group LLC

the Company wholly-owned subsidiary of Marwood Group Co USA LLC as of

December 31 2012 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 and the related notes to the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in

accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of financial statements that is free from material misstatement

whether due to fraud or error

AuditoResponsibility

Our responsibility is to express an opinion on this financial statement based on our audit We
conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statement The procedures selected depend on the auditors

judgment including the assessment of the risks of material misstatement of the financial

statement whether due to fraud or error In making those risk assessments the auditor considers

internal control relevant to the Companys preparation and fair presentation of the financial

statement in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we express no such opinion An audit also includes evaluating the appropriateness

of accounting policies used and the reasonableness of significant accounting estimates made by

management as well as evaluating the overall presentation of the financial statement

Mecuo
MEMBER

Marcy u.p 10 Melville Park Road Melville New York 11747 Ps.. 631.414.4000 Fax 631414.4001 marcamllp.c.m



We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of Marwood Group LLC as of December 31 2012 in accordance with

accounting principles generally accepted in the United States of America

Ui

Melville NY
February 28 2013
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Assets

Cash 446315

Accounts receivable 885743

Property and equipment net 1032

Total Assets 1333090

Liabilities and Members Equity

Liabilities

Accrued expenses and other liabilities 60630

Contingencies

Members Equity 1272460

Total Liabilities and Members Equity 1333090

The accompanying notes are an integral part of this financial statement
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NoTE 1-ORGANIzATIoN

Marwood Group LLC the Company wholly owned subsidiary of Marwood Group

Co USA LLC the Parent was formed under the laws of the state of New York The

Company is broker-dealer registered with the Securities and Exchange Commission the

SEC and member of the Financial Industry Regulatory Authority Inc FINRA
The Companys business consists primarily of acting as placement agent for investment

management companies

As provided for in the Companys limited liability company agreement the LLC
Agreement the Company will continue indefinitely unless terminated sooner pursuant to

certain events as defined in the LLC Agreement

NoTE 2- SuMMARY OF SIGNiFIcANT ACCOUNTING PoLiciEs

BASIS OF PRFSENTA TION

The accompanying financial statement has been prepared in conformity with accounting

principles generally accepted in the United States of America GAAP

SuB5EQuENTEVENTS

The Company has evaluated subsequent events through the date this financial statement

was issued

Effective January 2013 the Companys expense sharing agreement with its Parent and

affiliates has been modified such that expenses borne by the Parent on behalf of the

Company will be absorbed by the Parent and will no longer be considered an expense of the

Company

USE OFESTIMATES

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and the disclosure of

contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period Actual results could differ

from those estimates
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

CASH

The Company maintains cash with major financial institutions At times cash may be

uninsured or in deposit accounts that exceed the Federal Deposit Insurance Corporation

insurance limits

ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company generally does not require collateral or other security to support client

receivables although the Company does require retainers and up-front deposits in certain

situations At December 31 2012 the Company detennined that no reserve against

accounts receivable was required While bad debt expense has historically been within

managements expectations the Company cannot guarantee that it will continue to

experience the same credit loss rates that it has in the past If the financial condition of

clients was to deteriorate resulting in an impairment of their ability to make payments an

allowance may be required

At December 31 2012 one customer accounted for 100% of total accounts receivable

PROPER TYAND EQUIPMENT

Property and equipment are stated at cost and depreciation is being provided using the

straight-line method over their estimated useful lives which is generally five to seven

years Upon retirement or other disposition of these assets the cost and related

accumulated depreciation are removed from the accounts and the resulting gains or losses

are reflected in the results of operations Expenditures for maintenance and repairs are

charged to expense as incurred Renewals and betterments are capitalized

INCOME TAXES

The Company is single member limited liability company and therefore is considered to

be disregarded entity for income tax purposes The members of limited liability

company are taxed on their proportionate share of companys federal and state taxable

income Accordingly no liability for federal or state income taxes has been included in this

financial statement
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NOTE 2- SuMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

INCOME T4xEs

The amount payable for the Companys share of the Parents New York City

Unincorporated Business Tax is calculated as if each company filed on separate return

basis and is recorded as capital contribution from the Parent

The Company recognizes uncertain tax positions that it has taken or expects to take on tax

return Management has concluded that the Company is pass-through entity and there are

no uncertain tax positions that would require recognition in the financial statement If the

Company were to incur an income tax liability from an uncertain tax position in the future

interest on any income tax liability would be reported as interest expense and penalties on

any income tax liability would be reported as income taxes As of December 31 2012 no

interest or penalties were required to be recorded Managements conclusions regarding

uncertain tax positions may be subject to review and adjustment at later date based upon

ongoing analyses of tax laws regulations and interpretations thereof as well as other

factors Generally federal state and local authorities may examine the tax returns for three

years from the date of filing and the current and prior three years remain subject to

examination as of December 31 2012

The Companys Parent recognizes deferred tax assets and liabilities for the future tax

consequences of events that have been recognized in its financial statement or income tax

returns The accompanying financial statement has been prepared on the accrual basis of

accounting in accordance with accounting principles generally accepted in the United States

of America The Companys Parent prepares its tax returns on cash basis Accordingly

the Company computes deferred tax assets or liabilities for the increase or decrease in

future years tax liabilities related to the temporary differences which arise by utilizing

these two accounting methods

FAIR VALUE OF FINANcIAL INSTRUMENTS

Fair value is the price that would be received upon sale of an asset or paid to transfer

liability in an orderly transaction between market participants at the measurement date The

following fair value hierarchy is used in selecting inputs with the highest priority given to

Level as these are the most transparent or reliable

Level inputs to the valuation methodology are quoted prices unadjusted for

identical assets or liabilities in active markets
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NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

FAIR VALUE OF FINANCIAL INSTRUMENTS CONTINUED

Level inputs to the valuation methodology include quoted prices for similar assets

and liabilities in active markets and inputs that are observable for the asset or liability

either directly or indirectly for substantially the full term of the financial instrument

Level inputs to the valuation methodology are unobservable and significant to the

fair value measurement

Certain financial instruments are carried at cost on the statement of financial condition

which approximates fair value due to their short-term highly liquid nature These financial

instruments include cash accounts receivable and accrued expenses and other liabilities

NOTE 3- PROPERTY AND EQUIPMENT

At December 31 2012 property and equipment consisted of the following

Estimated

Useful

Amount Lives

Computer equipment 28604 5-7 years

Office furniture 14450 5-7 years

43054

Less Accumulated depreciation 42.022

Properly and Equipment Net L032

NoTE 4- RELATED PARTY TRANSACTIONS

The Company shares office administrative and occupancy expenses with the Parent and

other affiliates The Company recognizes its share of such expenses by formula

determined by management as defmed in an expense sharing agreement the Expense

Sharing Agreement between the Company the Parent and other affiliates In accordance

with the Expense Sharing Agreement on the last business day of each month the total of

any amounts due to the Parent or other affiliates that is not paid shall automatically convert

to capital contribution from the Parent For the year ended December 31 2012 expenses

paid by the Parent and recorded as capital contributions to the Company totaled $894180

Expenses paid by the Company and recorded as capital distributions to the Parent amounted

to $9700 for the year ended December 31 2012
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NOTE 4- RELATED PARTY TRANSACTIONS CONTINUED

The amount of income tax expense recorded as capital contribution to the Company

amounted to $184900 for the year ended December 31 2012

On April 18 2007 the Parent entered into two term loan agreements the Term Loans

with financial institution totaling up to $1200000 and maturing on April 18 2013

These Term Loans were repaid in February 2013 Additionally on November 2011 the

Parent entered into third term loan the New Term Loan totaling up to $3500000 and

maturing on November 2016

In the aggregate approximately $3100000 of the Term Loans and the New Term Loan

was outstanding at December 31 2012 The Parent has granted security interest in

substantially all of the Parents assets as collateral for the loans

NOTE 5- NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness

to net capital both as defined to not exceed 15 to At December 31 2012 the Company

had net capital of $421114 which was $416114 in excess of its required net capital of

$5000 The Companys ratio of aggregate indebtedness to net capital was 0.14 to at

December 31 2012

NoTE 6- CONTINGENCIES

In December 2011 February 2012 March 2012 and May 2012 the Company and certain of

its employees the Parent and certain other entities owned by the Parent the

Respondentsreceived informational subpoenas from the United States Securities and

Exchange Commission relating to trading in the securities of Amlyn Pharmaceuticals The

Respondents are cooperating fully with these informational subpoenas The Respondents

do not maintain trading desk or trade in these securities The Respondents cooperation is

based upon written research provided to its clients who may have traded in these securities

The Company cannot at this time predict the outcome of this matter and there can be no

assurances that the ultimate outcome will not have material adverse impact on the

Companys financial position esu1ts of operations or cash flows


